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CHAPTER  II— CIVIL  AERONAUTICS 
BOARD 

SUBCHAPTER  A— ECONOMIC  REGULATIONS 
I  Reg.  ER-1022.  Arndt.  29] 

PART  241— UNIFORM  SYSTEM  OF  AC¬ 
COUNTS  AND  REPORTS  FOR  CERTIFI¬ 
CATED  AIR  CARRIERS 

Amendment  of  CAB  Form  41  Schedules 
Relating  to  Transactions  With  Affiliates 
and  Nontransport  Divisions 

AGENCY:  Civil  Aeronautics  Board. 
ACTION:  Pinal  rule. 

SUMMARY:  This  amendment  modifies 
the  Board’s  Uniform  System  (rf  Accounts 
and  Reports  for  Certificated  Air  Carriers 
by:  (1)  Combining  a  quarterly  report 
schedule  dealing  with  carrier  accounts 
with  associated  companies  and  nontrans¬ 
port  divisions  and  an  annual  schedule 
dealing  with  air  carrier  investments  into 
a  single  schedule  to  be  filed  annually; 

(2)  revising  the  format  of  another  sched¬ 
ule  which  deals  with  the  reporting  of 
air  carrier  transactions  with  associated 
companies  and  nontransport  divisions; 

(3)  adding  a  requirement  for  carriers  to 
disclose  income  tax  allocaticoi  procedures 
used  in  filing  consolidated  returns;  and 

(4)  eliminating  a  requirement  to  estab¬ 
lish  a  separate  set  of  books  for  nontrans¬ 
port  leasing  operations.  These  changes 
were  developed  as  part  of  the  Board's 
on-going  effort  to  reduce  and  improve 
air  carrier  reporting  wherever  possible. 

DATES:  Effective:  December  5.  1977. 
Adopted:  September  8, 1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT; 

Raymond  Kurlander,  Director.  Bureau 
of  Accounts  and  Statistics.  Civil  Aero¬ 
nautics  Board.  1825  Connecticut  Ave¬ 
nue  NW..  Washington.  D.C.  20428  (202- 
673-5270>. 

SUPPLEMENTARY  INFORMATION: 
During  1976.  the  Board  conducted  an 
extensive  review  of  carrier  reporting  re¬ 
quirements  designed  to  monitor  trans¬ 
actions  between  air  carriers  and  affiliated 
ccHnpanies.  The  purpose  of  this  review 
was  three-fold:  (1>  To  Improve  the  ef¬ 
fectiveness  of  these  reports.  (2)  to  cor¬ 
rect  deficiencies  in  the  reporting  require¬ 
ments.  and  (3)  to  eliminate  any  unneces¬ 
sary  reports.  Suggestions  for  improving 
these  reporting  requirements  were  re¬ 
ceived  from  several  carriers  during  the 
review.  As  a  result,  the  Board  issued 
EDR^324  proposing  to  amend  its  CAB 
Form  41  reporting  by:  (1)  Combining 
quarterly  Schedule  B-4(b),  “Accounts 
with  Subsidiaries.  Other  Associated  Com¬ 
panies  and  Nontransport  Divisions.” 
with  annual  Schedule  B-41,  “Invest¬ 
ments  Held  by.  or  for  the  Account  of. 
Respondent”  to  make  the  resulting  new 
schedule  an  annual  filing;  (2)  modify¬ 
ing  the  format  and  reporting  instruc¬ 
tions  for  Schedule  B-44,  “Summary  of 
Resources  Exchanged  with  Affiliated 
Group  Members  and  Other  Associated 
Comi>anies”;  (3)  adding  a  new  account¬ 


ing  plan,  CAB  Form  AP-16.  to  disclow 
Income  tax  allocaticm  procedures;  and 
(4)  eliminating  the  ne^  to  establish  a 
separate  accoimting  system  for  leasing 
operations  as  required  in  section  1-6  (rf 
Part241. 

Only  two  respondents — Pan  American 
World  Airw'ays  and  Northwest  Airlines — 
submitted  ccmments  in  response  to  the 
nilemaking  notice.  Upon  consideration 
of  the  comments,  the  Board  has  decided 
to  adopt  the  amendments  with  modifi¬ 
cations  discussed  below.  Except  to  the 
extent  modified,  the  tentative  findings 
In  the  Explanatory  Statement  of  EDR- 
324  are  made  final  by  this  amendment. 

In  one  of  its  comments.  Pan  American 
suggests  that  the  title  of  the  newly  pro¬ 
posed  Schedule  B-41  be  expoanded  to 
encompass  the  reporting  of  current  ac¬ 
count  receivables  and  payables.  We  be¬ 
lieve  this  comment  is  pertinent  and  has 
merit:  therefore,  we  are  revising  the  title 
of  Schedule  B-41  to  read  “ReceivcUqies. 
Payables  and  investments  Relating  to 
Affiliates  and  Other  Investment  Data.” 

In  another  comment.  Pan  American 
p>oints  out  that  there  are  far  more  trans¬ 
action  categories  in  column  •!>  of  the 
newly  proposed  Schedule  B-44  than  are 
in  the  current  Schedule  B-44.  This  ex¬ 
pansion,  Pan  American  asserts,  would 
cause  it  additional  work  because  of  the 
need  for  more  descriptive  monitoring 
of  transactions  during  the  year  Accord¬ 
ingly.  Pan  American  recommends  that 
the  transaction  categories  appearing  on 
the  current  Schedule  B-44  be  retained, 
and  if  any  additional  information  should 
be  required  in  the  future,  that  it  be  re¬ 
quested  on  an  exceptional  basis. 

It  is  true  that  the  propjosed  Schedule 
B-44  does  have  more  transaction  cate¬ 
gories  in  column  '1>  than  the  current 
Schedule  B-44.  Prom  an  evaluation 
standpoint,  a  major  pnAlem  with  the 
current  format  of  Schedule  B-44  has 
been  that  the  few  required  categories 
are  very  broad  in  nature  As  a  result, 
the  commingling  of  the  numerous  items 
all  summarized  in  one  annual  figure  has 
been  of  little  or  no  value  to  either  the 
Board’s  staff  or  the  air  carriers  as  far 
as  definitive  identification  of  transac¬ 
tions  is  concerned. 

Indeed,  during  the  reviews  at  the  car¬ 
rier  offices,  the  Board’s  staff  found  that 
there  were  deficiencies  on  all  carrier  sub¬ 
missions  and  that  many  of  these  defi¬ 
ciencies  were  directly  attributable  to  a 
misunderstanding  of  what  was  called  for 
by  the  rule. 

In  order  to  monitor  transactions  be¬ 
tween  the  carrier  and  its  affiliates,  as 
required  by  ER-707.’  it  is  necessary  to 
obtain  comp>arable  figures  on  a  pericxllc 
basis  that  are  not  commingled  in  this 
manner.  In  the  design  of  the  proposed 
Schedule  B-44  and  the  identification  of 
the  nature  of  transactions  in  column 
( 1  > ,  it  was  the  Board’s  purpx)se  to  isolate 
specific  typies  of  transactions  so  that 


‘  The  Board  established  the  need  for  moni¬ 
toring  transactions  between  the  carrier  and 
its  affiliates  in  Regulation  ER-707,  adopted 
September  22,  1971. 


such  transactions  could  be  monitored 
within  the  Intent  of  ER-707.  To  accom¬ 
plish  this  greater  spiecificity,  we  elected 
to  define  more  narrowly  what  is  to  be  in¬ 
cluded  (m  each  line  item.  Although  this 
resulted  in  more  transaction  categories, 
we  believe  they  are  necessary  to  provide 
a  clearer  presentation. 

In  view  of  the  foregoing,  we  will  not 
accept  Pan  American’s  recommendation 
to  retain  the  transaction  categories  that 
appiear  in  column  d*  on  the  current 
Schedule  B-44. 

Northwest  pointed  out  what  they  be¬ 
lieved  was  an  oversight  in  the  rulemak¬ 
ing  notice  on  Schedule  B-41,  “Receiv¬ 
ables.  Payables  and  Investments  relating 
to  Affiliates  and  Other  Investment 
Data.”  ’This  schedule  contains  a  paren¬ 
thetical  note  which  instructs  carriers 
not  to  report  data  in  certain  columns  in 
a  section  of  that  schedule  captioned 
“Other  Investments.”  Northwest  stated 
that  one  of  the  columns  used  to  repwrt 
“Notes  and  Accounts  Payable”  mav 
have  been  Inadvertently  deleted  from  , 
the  parenthetical  note.  The  carrier 
];x>inted  out  that  this  information  was 
not  required  on  the  B-41  schedule  which  ’ 
will  be  superseded  by  this  ri^le  and  that 
a  considerable  burden  would  be  Involved 
if  carriers  were  required  to  report  such 
data. 

Northwest's  assertion  is  correct.  The 
information  was  not  repiorted  on  the  old 
Schedule  B-41,  and  it  was  not  our  in¬ 
tention  to  now  require  it  by  this  rule. 
Accordingly,  the  number  of  the  column 
relating  to  "Notes  and  Accounts  Pay 
able”  has  been  inserted  to  the  paren¬ 
thetical  note  and  carriers  will  not  be 
required  to  report  these  data  in  the 
“Other  Investments”  section  of  Sched¬ 
ule  B-41. 

'This  rule  will  become  effective  80  days 
after  Federal  Register  publication  and 
shall  be  applicable  to  all  reports  com¬ 
ing  due  after  that  date.  Moreover,  the 
requirement  for  filing  Schedule  B-4'b) 
shall  be  terminated  with  the  report  cov¬ 
ering  the  quarter  ended  June  30,  1977. 

In  consideration  of  the  foregoing,  the 
Civil  Aeronautics  Board  amends  Part 
241  of  its  Economic  Regulations  effective 
December  5,  1977,  as  follows: 

1.  Amend  section  03 — Definitions  for 
Purposes  of  This  System  of  Accounts 
and  Reports,  so  as  to  delete  the  defini¬ 
tion  “Subsidiary  company”  and  have 
section  03  read  in  pertinent  part: 

Section  03  Definitions  for  Purposes  of 
This  System  of  Accounts  and  Reports. 

«  •  •  •  • 

Stops,  technical — Aircraft  landings 
made  for  purposes  other  than  enplaning 
or  deplaning  traffic.  For  purposes  of 
identifying  reporting  entities,  landings 
made  for  stopover  passengers  are  re¬ 
garded  as  technical  stops. 

Tariff,  published —  •  *  • 

*  •  •  •  * 

2.  Amend  section  1 — Introduction  to 
Syst^  of  Accounts  and  Reports,  to  spe¬ 
cifically  exclude  leasing  operations  by 
having  section  1-6,  “Accounting  .enti¬ 
ties,”  read  in  pertinent  part: 
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Ser.  \-(»  Accounting  entitica. 

(a)  Separate  accounting  records  shall 
be  maintained  for  each  air  transport 
entity  for  which  separate  reports  to  the 
Civil  Aeronautics  Board  are  required  to 
be  made  by  sections  21(i)  or  32(h).  as 
applicable,  and  for  each  separate  cor¬ 
porate  or  organizationsd  division  of  the 
air  carrier.  Por  purposes  of  this  Uniform 
System  of  Accounts  and  Reports,  each 
nontransport  entity  conducting  an  ac¬ 
tivity  which  is  not  related  to  the  air 
carrier’s  transport  activities  and  each 
transport- related  activity  or  group  of 
activities  qualifying  as  a  nontransport 
venture  pursuant  to  paragraph  (b)  of 
this  section,  whether  or  not  formally 
organized  within  a  distinct  organiza¬ 
tional  unit,  shall  be  treated  as  a  sepa¬ 
rately  operated  organizational  division; 
except  that  the  provisions  of  this  para¬ 
graph  and  paragraph  (b)  shall  not  ap¬ 
ply  to  leasing  activities. 

(b)  As  a  general  rule,  *  *  * 

•  •  •  •  • 

3.  Amend  section  2 — General  Ac- 
coimting  Policies,  as  follows: 

A.  By  amending  section  2-1,  “Basis 
of  allocation  between  entities”  by 
changing  paragraph  (c)  so  that  section 
2-1  reads  in  pertinent  part  as  follows: 

Sec.  2—1  Basis  of  allocation  between 

entities. 

•  •  -  •  • 

(c)  Fen-  purposes  of  this  section,  in¬ 
vestments  by  the  air  carrier  used  in  com¬ 
mon  by  the  regulated  air  carrier  and 
those  transport-related  revenue  services 
defined  as  separate  nontransport  ven¬ 
tures  imder  section  1-6  (b)  shall  not  be 
allocated  between  such  entitles  but  shall 
be  reflected  in  total  in  the  appropriate 
accounts  of  the  entity  which  predomi¬ 
nantly  uses  those  Investments.  Where  the 
entity  of  predominant  use  is  a  nontrans¬ 
port  venture,  the  air  carrier  shall  reflect 
the  investment  in  accoimt  1520,  “Ad¬ 
vances  to  Associated  Companies.” 

•  •  •  •  • 

B.  By  sunending  section  2-18 — ^Trans¬ 
actions  between  members  of  an  afiUlated 
group,' to  eliminate  the  word  “incidental” 
from  parsigraph  (c)  so  that  section  2-18 
restds  in  pertinent  part  as  fcdlows: 

Sec.  2—18  Transactions  between  mem¬ 
bers  of  an  affiliated  group. 

•  •  •  •  • 

(c)  The  cost,  less  all  ass(x:iated  valua¬ 
tion  allowance  accumulations,  of  services 
and  assets  sold  by  or  transferred  from 
the  regulated  activity  of  an  air  carrier 
to  other  activities  of  an  affiliated  group 
shall  be  charged  by  the  air  carrier  to 
either  applicable  transport-related  rev¬ 
enues  (H*  capital  gain  inemne  accounts, 
as  appropriate.  Where  such  services  and 
assets  are  reflected  in  tariffs  filed  with 
the  Board  or  in  price  lists  held  out  to 
the  general  public,  the  associated  rev¬ 
enues  shall  be  recorded  at  the  rates, 
fares,  or  charges  contained  therein  in 
the  appropriate  transport-related  serv¬ 
ices,  capital  gains  or  air  transport  in¬ 
come  accounts.  Where  no  tariff  or  pre¬ 
vailing  price  list  is  applicable,  the  associ¬ 


ated  revenue  shall  be  recorded  at  the 
higher  of  cost  or  estimated  fair  market 
value  of  the  asset  or  service  inv(dv^. 
Any  difference  between  the  revenue  so 
recorded  and  the  agreed  consideration 
to  the  air  carrier  shall  be  recorded  in 
subaccount  88.1  Intercompany  Transac¬ 
tion  Adjustment-Credit  or  subaccoimt 
89.1  Intercompany  Tran8acti(m  Adjust¬ 
ment-Debit. 

(d)  Income  taxes  *  *  • 

•  •  •  •  • 

4.  Amend  section  5 — Balance  Sheet 
Account  Groupings,  so  that  paragraph 
(b)  of  section  5-2,  “Investments  and  spe¬ 
cial  funds”  reads  in  p^-tinent  part  as 
follows: 

Sec.  5—2  Investments  and  special  funds. 
•  •  •  •  • 

(b)  Investments  in  investor  controlled 
companies  shall  be  recorded  at  cost  plus 
the  equity  in  undistributed  earnings  or 
losses  since  acquisition,  except  as  pro¬ 
vided  in  paragraph  (c)  of  this  section. 
Investments  in  all  other  ass(x:iated  or 
nonassoclated  companies  shall  be  re¬ 
corded  at  cost,  except  as  provided  in  par¬ 
agraph  (c). 

(c)  Permanent  impairment  •  •  * 

•  •  •  •  • 

Section  22  [Amended] 

5.  Amend  section  22 — General  Re¬ 
porting  Instructions,  as  follows: 

A.  By  revising  the  list  of  reporting 
schedules  to  eliminate  Schedule  B-4(b) 
and  change  the  title  of  Schedules  B-41 
and  B-44  so  that  the  list  reads  in  per¬ 
tinent  part  as  follows: 


Schedule 

Schedule  title 

Filing 

No. 

frequency 

• 

•  .0  • 

B-» 

Statement  of  changes  in  stock- 

Quarterly 

B-4 

holder’s  equity . 

Allowance  for  uncollecUble  ac- 

Do. 

counts. 

B-5 

Property  and  equipment . 

Do. 

• 

•  •  • 

• 

B-14 

Summary  of  property  obtained 
under  long-term  lease. 

Quarterly. 

B-41 

Receivables,  myables  and  in¬ 
vestments  relating  to  affiliates 

Annually. 

and  other  investment  data. 

B-i3 

Inventory  of  airframes  and  air- 

Do. 

craft  engines. 

B-U 

Transactions  between  air  carrier 

Do 

aud  afl&UateG--amiual  sum* 
mary 

B-46 

Long-term  and  short-term  dmi- 

Do. 

• 

trade  debt. 

• 

•  •  • 

• 

B.  By  revising  paragraph  (d)  to  in¬ 
clude  a  new  subparagrai^  (16)  and  other 
editorial  changes  so  that  paragraph  (d) 
will  read  in  pertinent  part: 

(d)  Statements  of  accoimting  or  sta¬ 
tistical  procedures  required  to  be  filed 
under  t^  system  of  accoimts  and  re¬ 
ports  are  recapitulated  below.  As  a  gen¬ 
eral  rule  these  statements  or  revlsicms 
thereof  shall  be  filed  prior  to  the  date  on 
which  the  procedures  are  to  become  effec¬ 
tive.  However,  in  certain  cases,  where  a 
change  in  procedure  or  the  initial  adop¬ 
tion  of  a  new  procedure  is  necessitated 
by  events  or  transactions  occurring  for 
the  first  time  or  by  new  requirements 
of  professional  or  regulatory  bodies,  air 
carriers  are  permitted  to  file  new  or 


amended  statements  within  thirty  days 
after  the  close  pf  the  first  calenclar  quar¬ 
ter  in  which  the  procedures  become  ef¬ 
fective.  The  procedures  shall  be  regarded 
as  accepted  unless  the  carrier  is  notified 
of  Board  objections  within  ninety  days 
after  receipt.  These  statements  shall  be 
filed  in  triplicate  on  standard  forms  AP- 
1  through  AP-16. 

(1)  Procedures  for  assigning  or  pro¬ 
rating  profit  and  loss  items  between 
operatiiig  entities  as  described  in  section 
2-1. 


(10)  Procedures  for  assigning  or  pro¬ 
rating  expenses  between  transport  oper¬ 
ations  and  transport-related  operations 
as  prescribed  by  section  16-7100  or  11- 
7100. 

•  •  •  G  # 

(14)  Procedures  for  accounting  for  in¬ 
vestments  in  investor  controlled  and 
other  associated  ccxnpanies,  including 
change  in  status  from  associated  to  in¬ 
vestor  controlled  company  or  vice  versa 
and  adjustments  as  prescribed  in  sections 
6-1510.1  and  6-1510.2. 

•  •  •  •  • 

(16)  Procedures  for  allocating  income 

taxes  among  the  transport  entities  of 
the  air  carrier,  its  nontransport  divisions 
and  members  of  an  affiliated  group  in 
accordance  with  section  2-18(d). 

•  *  *  •  • 

Section  23  [Amended] 

6.  Amend  section  23 — Certification  and 
Balance  Sheet  Elements,  as  follows: 

A.  By  revising  the  reporting  instruc¬ 
tions  applicable  to  Schedule  B-4  to  de¬ 
lete  the  portion  of  the  instructions 
dealing  with  accounts  with  investor  con¬ 
trolled  ccunpanles,  other  associated  com¬ 
panies  and  nontransport  divisions,  so 
that  the  new  title  and  instructions  for 
this  schedule  read,  in  their  entirety,  as 
follows: 

Schedule  B-4 — AUoxDance  for  uncoil 
lectfble  accounts. 

(a)  This  schedule  shall  be  filed  by  all 
route  air  carriers. 

(b)  Each  allowance  for  imcoUectlble 
accoimts  shall  be  separatdy  identified 
in  the  indicated  section  of  this  schedule. 
Columns  1  and  2  shall  refiect  the  ac¬ 
count  number  and  description  of  the 
asset  against  which  each  allowance  is 
provided.  The  sum  of  the  balances  at 
the  end  of  each  quarter  which  are  pro¬ 
vided  against  each  asset  account  shall 
agree  with  the  corresponding  amount 
reported  on  Schedule  B-1  Balance  Sheet. 

B.  By  revising  paragraph  (c)  to  ex¬ 
clude  the  term  “subsidiaries”  from  the 
instructions  applicable  to  Schedule  B-12 
so  that  the  instructions  for  Schedule 
B-12  read  in  pertinent  part: 

-  Schedule  B-12 — Statement  of  changes 
in  financial  position. 

•  «  *  *  • 

(c)  In  determining  w(»’king  capital 
generated  by  (H?eratlons,  net  Income  as 
repOTted  in  item  9899  on  Schedule  P-1.1 
or  Schedule  P-1.2  shall  be  increased  by 
expenses  not  requiring  working  capital 
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In  the  current  period  and  shall  be  de* 
creased  by  income  not  generating  work¬ 
ing  capital  in  the  current  period  such  as 
gains  on  prc^rty  retirements  and  undis¬ 
tributed  earnings  of  investor  controlled 
companies.  *  •  • 

•  •  •  •  • 

C.  By  revising  the  instructions  to 
Schedule  B-41  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  follows: 

Schedule  B-41 — Receivables,  payables 
and  investments  relating  to  affiliates  and 
other  investment  data. 

(a)  This  schedule  shall  be  filed  by  all 
route  air  carriers. 

(b)  The  data  shall  be  grouped  and 
sep>arately  subtotaled  according  to : 

(1)  investments  in  investor  controlled 
companies  (account  1510.1);  (2)  invest¬ 
ments  in  other  ass(x;iated  companies  (ac¬ 
count  1510.2) :  (3)  investments  in  non¬ 
transport  divisions  and  other  invest¬ 
ments;  and  (4)  notes  and  accounts  re¬ 
ceivable  due  to  the  air  carrier. 

(c)  Column  1  shall  reflect  the  name  of 
each  associated  company,  and  each  other 
issuer  of  securities  held  by  the  air  car¬ 
rier.  This  column  ^all  also  reflect  the 
name  of  each  c<Mnpany  from  which  notes 
and  accounts  receivable,  both  current 
and  noncurrent,  are  due  to  the  air  ceu*- 
rier.  Additionally,  ttiis  column  shall  show 
the  name  of  each  nontransport  division 
for  which  separate  records  and  books  of 
account  are  maintained. 

(d)  Column  2  shall  reflect  gross 
amounts  due  from  associated  companies 
which  are  settled  currently. 

(e)  Column  3  shall  reflect  advances, 
loans,  and  other  amounts  not  settled  cur¬ 
rently.  due  from  associated  companies. 
ITiis  column  shall  also  reflect  the  net 
amount  receivable  from  each  nontrans- 
p(M^  division. 

(f)  Column  4  “Investments  at  Cost” 
shall  reflect  the  cost  to  the  air  carrier  at 
date  of  acquisition  of  investments  in  as¬ 
sociated  c(Hnpanies.  ITie  cost  of  invest¬ 
ments  in  investor  controlled  companies 
plus  the  equity  in  imdistributed  earnings 
or  losses  since  acqulsiticm  reflected  in 
coliunn  5  “Equity  in  Undistributed  Earn¬ 
ings”  shall  sigree  in  the  aggregate  with 
the  corresponding  amounts  in  balance 
sheet  subaccount  1510.1  Investments  in 
Investor  Controlled  Companies.  ITie  cost 
of  investments  in  other  associated  com¬ 
panies  shall  agree  with  the  correspond¬ 
ing  amounts  in  balance  sheet  subaccount 
1510.2  Investments  in  Other  Associated 
Companies. 

(g)  Column  5  “Equity  in  Undistributed 
Earnings”  shall  reflect  the  equity  in  im- 
distributed  earnings  or  losses  of  investor 
controlled  companies  since  acquisition. 

(h>  Column  6  “Other  Investments  and 
Receivables”  shall  reflect  the  amoimt  of 
the  investments  and  receivables  of  a 
noncurrent  nature  for  those  compcmies 
listed  in  column  1  imder  “Other  Invest¬ 
ments.” 

(i)  Column  7  “Notes  and  Accounts 
Payable”  shall  reflect  the  gross  amounts 
due  on  current  notes  and  open  accoimts 
with  as8(x;lated  companies. 

(])  Column  8  “Advances”  shall  reflect, 
from  accounts  2210,  “Long-Term  Debt” 


and  2240.  “Advances  from  Associated 
Companies,”  the  amounts  due  associated 
companies  for  notes,  loans  and  advances 
which  are  not  settled  currently.  Also, 
column  8  shall  reflect  the  advances  from 
Nontransport  Divisions  in  account  2240. 

(k)  Column  9  shall  reflect  the  amoimt 
of  dividends  received  during  the  year  on 
all  securities  held  for  companies  reported 
in  column  1.  except  those  received  from 
investor  controlled  companies.  Also, 
column  9  shall  reflect  the  amount  of 
interest  received  during  the  year  on  all 
bonds,  notes  and  other  Investments  for 
companies  reported  in  column  1. 

(l)  Column  10  shall  reflect  the  type 
of  security,  such  as  stocks,  bonds,  notes, 
or  accounts  receivable  <  abbreviate  “a/c 
rec.")  with  respect  to  investments  and 
noncurrent  receivables. 

(m)  Column  11  shall  reflect  the  words 
“yes"  for  Investments  held  in  the  name 
of  the  air  carrier  and  “no”  for  invest¬ 
ments  held  in  the  name  of  others  for  the 
account  of  the  air  carrier.  If  the  answer 
is  “no”  carriers  should  supply  the  name 
and  address  of  each  person  in  whose 
name  the  interest  is  held  at  the  bottom 
of  the  schedule. 

(n)  Column  12  “Number  of  Shares  or 
Debt  Principal  Amount”  shall  reflect  the 
number  of  shares  of  stock  or  the  prin¬ 
cipal  amount  of  bonds  or  notes  held  by 
the  carrier. 

(o)  Column  13  “Percent  of  Total  Issue 
Outstanding"  shall  reflect,  for  the  asso¬ 
ciated  companies  listed  in  column  1.  the 
percent  of  outstanding  stock  owned  by 
the  air  carrier.  Column  13  is  not  applica¬ 
ble  for  “Other  Investments”  or  for  “Non¬ 
transport  Divisions”  listed  in  column  1. 

D.  By  revising  the  instructions  to 
Schedule  B-44  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  follows: 

Schedule  B-44 — Transactions  between 
air  carrier  and  affiliates — annual  sum¬ 
mary. 

(a)  This  schedule  shall  be  filed  by  all 
route  air  carriers. 

(b)  The  aggregate  annual  amounts  of 
transactions  exchanged  between  the  car¬ 
rier  and  any  of  its  affiliates,  including 
any  of  its  nontransport  divisions,  shall 
be  grouped  on  this  schedule  by  line  item 
under  four  major  groupings:  <1>  in¬ 
crease  in  carrier’s  resources,  <  2  •  decrease 
in  carrier’s  resources,  (3i  dividends,  and 
(4)  income  tax  transactions. 

(c)  For  the  purposes  of  this  schedule 
the  term  “afliliate”  means  associated 
companies  including  investor  controlled 
companies  and  organizational  divisions 
as  defined  in  section  1-6  and  the  term 
“resources”  shall  mean  assets  such  as 
current,  noncurrent  other  than  fixed, 
and  fixed  assets;  it  includes  cash,  re¬ 
ceivables,  securities,  investments,  equip¬ 
ment.  supplies,  buildings  and  land;  and 
operational  services.  Net  income  from 
investor  c(Mitrolled  companies  and  or¬ 
ganizational  divisions,  as  defined  in  sec¬ 
tion  1-6,  shall  be  reported  as  an  increase 
in  a  resource  and  net  loss  incurred  by 
investor  controlled  companies  and  oi 
ganizational  divisions  as  defined  in  sec 
tion  1-6  shall  be  reported  as  a  decrease 
in  a  resource.  Authorised  but  imiseued 


bonds  or  stock,  estimated  revenue  not 
yet  accrued  or  collected  and  contingent 
assets,  shall  not  be  considered  resources 
for  the  purposes  of  reporting  on  Sched¬ 
ule  B-44. 

<d>  Within  the  transaction  groupings 
for  resources,  the  term  “operational 
services”  shall  Include  the  providing  of 
benefits  to  other  parties  by  an  expendi¬ 
ture  of  assets,  labor,  material,  supplies, 
know-how,  or  any  combination  of  these 
in  the  conduct  of  business  operations; 
permission  granted  for  rights  of  entry 
or  rights  under  leases  will  not  be  con¬ 
sidered  operational  services;  however, 
the  cash  disbursed  or  cash  received  for 
those  rights  will  be  reported  under  the 
appropriate  classification. 

<ei  Within  the  transsiction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Cash  received  by  carrier  from  af¬ 
filiate.”  carriers  shall  report  both  cash 
and  checks.  'This  Includes  for  example: 
<1>  Cash  advanced  by  an  affiliate.  (2) 
cash  remittances  by  an  affiliate  to  the 
carrier  for  purchases  or  services  procured 
from  the  carrier,  <  3 »  cash  remittances  to 
the  carrier  by  an  affiliate  for  repayment 
of  advances  or  loans.  •  4  •  cash  dividends 
paid  by  an  affiliate  to  the  carrier,  (5) 
cash  remittances  by  affiliate  to  carrier  in 
settlement  of  income  tax  transactions. 
<  6  •  cash  remittances  by  affiliate  to  car¬ 
rier  in  settlement  of  "current  account” 
transactions,  and  <7)  checks  drawn  by 
an  affiliate  payable  to  the  carrier  in  ex¬ 
change  for  cash  or  cash  in  kind.  Within 
the  transaction  grouping  for  resource  de¬ 
creases.  on  the  line  entitled  “Cash  dis¬ 
bursed  by  carrier  to  affiliate”  carriers 
shall  report  cash  paid  out  by  the  carrier 
to  an  affiliate,  whether  in  cash  or  by 
check;  this  includes,  for  example.  (1) 
cash  advanced  to  an  affiliate,  <2)  cash 
disbursed  by  the  carrier  to  an  affiliate 
for  purchases  or  services  procured  from 
an  affiliate,  <3)  cash  disbursed  by  the 
carrier  to  an  affiliate  for  repayment  of 
advances  or  loans,  14*  cash  dividends 
paid  by  the  carrier  to  an  affiliate,  (5) 
cash  disbursed  by  the  carrier  to  an  affil¬ 
iate  in  settlement  of  income  tax  transac¬ 
tions,  <6)  cash  disbursed  by  carrier  in 
settlement  of  “current  account”  transac¬ 
tions,  and  <  7  •  checks  drawn  by  the  car¬ 
rier  payable  to  an  affiliate  in  exchange 
for  cash  or  cash  in  kind. 

<f(  Within  the  transaction  grouping 
'for  resource  incresaes,  on  the  line  en¬ 
titled  “Contribution  of  capital  by  affili¬ 
ate  to  carrier,”  carriers  shall  report  any 
increase  in  assets  without  regard  to  the 
type  of  asset  which  results  from  the  pur¬ 
chase  of  additicmal  securities  or  any 
other  contribution  of  capital.  Within  the 
transaction  groupings  for  resource  de¬ 
creases,  on  the  line  entitled,  “Contribu¬ 
tion  of  capital  by  carrier  to  affiliate,” 
carriers  shall  report  increases  in  the  in¬ 
vestment  accounts  as  the  result  of  a 
purchase  of  additional  securities  or  any 
other  contribution  of  capital.  Any  trans¬ 
action  reported  on  the  lines  discussed  in 
this  paragraph  'f*  or  in  paragraph  g) 
below  which  exceeds  one  percent  of  the 
carrier’s  net  stockholder  equity  reported 
on  line  2995  of  Schedule  B-1.  “Balance 
Sheet."  shall  be  described  as  to  the  na- 
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ture  of  the  transaction  and  the  amount 
Involved  on  Schedule  P-2.  “Notes  to  In¬ 
come  Statement.” 

(g)  Within  the  transaction  grouping 
for  resource  Increases,  on  the  line  en¬ 
titled  “Credit  adjustments  to  affiliate’s 
retained  earnings,”  carriers  shall  report 
credit  adjustments  to  the  affiliate’s  cap¬ 
ital  accounts  which  do  not  flow  through 
the  income  statement  such  as  credit  ad¬ 
justments  to  the  opening  balance  of  re¬ 
tained  earnings.  Within  the  transaction 
grouping  for  resource  decreases,  on  the 
line  entitled  “Debit  adjustments  to  af¬ 
filiate’s  retained  earnings,"  carriers  shall 
report  debit  adjustments  to  the  affiliate’s 
capital  accounts  which  do  not  flow 
through  the  Income  statement  such  as 
debit  adjustments  to  the  opening  bal¬ 
ance  of  retained  earnings. 

<h)  Within  the  transaction  grouping 
for  resource  increases,  (m  the  line  en¬ 
titled  “Net  Income  of  affiliate  for  year 
(Debit  to  Investment  and  Credit  to  Ac¬ 
count  8100) ,”  the  carrier  shall  report  its 
proportionate  share  of  the  net  Income 
of  an  investor  controlled  company  ac¬ 
counted  for  imder  the  equity  method. 
Within  the  transaction  grouping  for  re¬ 
source  decreases,  on  the  line  entitled 
“Net  loss  of  affiliate  for  year  (Debit  to 
Account  8100  and  Credit  to  Invest¬ 
ment),”  the  carrier  shall  report  its  pro¬ 
portionate  share  of  the  net  loss  of  an 
Investor  controlled  company  accounted 
for  under  the  equity  method. 

(i)  Within  the  transaction  grouping 
for  resource  increases  and  the  transac¬ 
tion  grouping  for  resource  decreases,  on 
the  lines  entitled  “Operational  services 
performed  by  affiliate  for  carrier”  and 
“Operational  services  performed  ^  car¬ 
rier  for  affiliate.”  carriers  shall  report 
the  amount  of  operational  services  flow¬ 
ing  to  and  from  the  air  carrier,  respec¬ 
tively. 

(J)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Property, 
equipment,  and  other  assets  acquired  by 
carrier  from  affiliate”  and  “Property, 
equipment,  and  other  assets  disposed  of 
by  carrier  to  affiliate,"  air  carriers  shall 
report  assets  acquired  from  affiliates  and 
assets  disposed  of  to  affiliates,  respective¬ 
ly.  These  lines  shall  not  Include  cfmtribu- 
tions  of  capital  mr  cash  transactions 
which  shall  be  reported  as  directed  in 
paragraphs  (e)  and  (f)  above. 

(k)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Resources 
pledged  by  affiliate  in  the  intere^  of  car¬ 
rier”  and  “Resources  pledged  by  the  car- 
rler  in  the  Interest  of  affiliate"  carriers 
shall  report  the  assets,  including  receiv¬ 
ables  which  have  been  pledged  for  the 
benefit  ot  the  carrin*  by  the  affiliate  or 
by  carrier  f«-  the  benefit  of  the  affiliate 
such  as  collateral  or  security  for  loans. 

(l)  Within  the  transaction  grouping 
for  dividends,  carriers  shall  report  cash 
dividends  and  property  dividends  pahl  or 
received.  Both  cash  and  property  divi¬ 
dends  shall  also  be  reported  In  the  ap- 
pn^iriate  line  item  under  the  resource 
increase  or  resource  decrease  transaction 
grouping.  The  basis  used  in  valuing  prop¬ 


erty  dividends  (cost,  market  value,  etc.) 
shall  be  footnoted  and  described  in  the 
scxace  provided  at  the  bottom  of  the  form. 

(m)  In  the  transaction  group  tor  in¬ 
come  tax  transactions,  on  the  first  two 
lines  carriers  shall  report  the  amount  of 
Income  taxes  billed  by  the  carrier  to  the 
affiliate  and  by  the  affiliate  to  the  car¬ 
rier.  These  amounts  shall  not  be  reported 
in  resource  increase  or  resource  decrease 
transaction  groupings  until  remittances 
are  made.  On  the  second  two  lines,  car¬ 
riers  shall  report  the  amoxints  of  invest¬ 
ment  tax  credits  transferred,  if  any,  pur¬ 
suant  to  any  tax  allocation  agreement, 
formal  or  informal,  used  in  the  prepara¬ 
tion  of  consolidated  tax  returns.  The  last 
two  lines  shall  reflect  the  transfer,  if 
any,  of  net  operating  losses  pursuant  to 
any  tax  allocation  agreement,  formal  or 
Informal,  used  in  the  preparation  of  con¬ 
solidated  tax  returns.  No  amount  report¬ 
ed  in  the  last  four  Unes  of  this  section 
shall  be  reported  in  the  resource  increase 
or  resource  decrease  transaction  group¬ 
ings. 

(n)  In  the  blank  space  provided  under 
the  word  “Affiliate”  at  the  top  of  columns 
2  through  9,  carriers  shall  insert  thg 
name  of  the  affiliate  with  whom  the 
transactions  to(^  place,  using  a  separate 
column  for  each  affiliate. 

(o)  Coliunns  2,  3,  4,  5,  6,  7.  8,  and  9 
shall  be  used,  one  column  for  each  affili¬ 
ated  group  member,  to  separately  reflect 
the  annual  aggregate  dollar  amount  of 
the  transactions  exchanged  between  the 
carrier  and  the  affiliate  for  each  line  item 
Indicated  in  column  1  under  each  of  the 
four  transaction  groupings. 

Section  32  [Amended] 

7.  Amend  section  32 — General  ReptMt- 
ing  Instructions,  as  follows: 

A.  By  revising  the  list  of  reporting 
schedules  to  change  the  title  of  Sched¬ 
ules  B-41  and  B-44  so  that  the  list  reads 
in  pertinent  part  as  follows: 


Schedule 

No. 

Schedule  title 

Filing 

frequency 

• 

•  •  • 

• 

B-U 

Summarr  of  property  obtained 
under  long-term  le^. 

Do 

B-« 

Receivables,  payables  and  in¬ 
vestments  relating  to  affiliates 
and  other  investment  data. 

Annually. 

B-41 

Inventory  of  airframes  and  air¬ 
craft  engines. 

Do 

B-44 

Transactions  between  air  carrier 
and  affiliates— annual  sum¬ 
mary. 

Do 

B-M 

Long-term  and  short-term  non¬ 
trade  debt. 

Do 

• 

9  •  • 

• 

B.  By  revising  paragraph  (d)  to  in¬ 
clude  a  new  subparagra^  (IS)  and 
other  editorial  changes  so  that  para¬ 
graph  (d)  will  read  in  pertinent  pait: 

(d)  Statements  of  accounting  or  sta¬ 
tistical  procedures  required  to  be  filed 
xmdo:  this  systmi  oi  accounts  and  re¬ 
ports  are  recapitulated  below.  As  a  gen¬ 
eral  rule  these  statements  or  revisi<His 
thereof  shall  be  filed  prior  to  the  date  on 
which  the  procedures  are  to  become  ef¬ 
fective.  However,  in  certain  cases,  where 
a  change  in  procedure  or  the  InitUd 
adoption  of  a  new  procedure  is  necessi¬ 


tated  by  events  or  transactions  occur¬ 
ring  for  the  first  time  or  by  new  require¬ 
ments  of  professional  or  regulatory 
bodies,  air  carriers  are  permitted  to  file 
new  or  amended  statements  within  thir¬ 
ty  days  after  the  close  of  the  first  calen¬ 
dar  quarter  in  which  the  procedures  be¬ 
come  effective.  The  proc^ures  shall  be 
regarded  as  accepted  imless  the  carrier 
is  notified  of  Board  objecticxis  within 
ninety  days  after  receipt.'  These  state¬ 
ments  shall  be  filed  in  triplicate  on 
standard  forms  AP-1  through  AP-16. 

(1)  Procedures  for  assigning  <x’  pro¬ 
rating  profit  and  loss  items  between  ch)- 
erating  entities  as  described  in  section 
2-1. 

•  a  •  •  • 

(13)  Procedures  for  accounting  for  in¬ 
vestments  in  investor  controlled  and 
other  associated  companies,  including 
change  in  status  from  associated  to  in¬ 
vestor  controlled  company  or  vice  versa 
and  adjustments  as  prescribed  in  sec¬ 
tions  6-1510.1  and  6-1510.2. 

a  a  •  a  a 

(15)  Procedures  for  allocating  income 
taxes  among  the  transport  entities  of 
the  air  carrier,  its  nontransix>rt  divisicms, 
and  members  of  an  affiliated  group  in  ac¬ 
cordance  with  section  2-18(d) . 

a  a  a  a  a 

Srtlion  33  [Amended] 

8.  Amend  section  33 — Certification 
and  Balance  Sheet  Elements,  as  fol¬ 
lows: 

A.  By  revising  paragraph  (b>  to  ex¬ 
clude  the  term  subsidiaries  from  the  in- 
structicms  applicable  to  Schedule  B-12 
so  that  the  instructions  for  Schedule 
B-12  read  in  pertinent  part: 

Schedule  B-12 — Statement  of  changes 
in  financial  position. 

a  a  a  a  a 

(b)  In  determining  working  capital 
generated  by  operations,  net  income  as 
reported  in  item  9899  on  Schedule  P-1.1 
m*  Schedule  P-1.2  shall  be  increased  by 
expenses  not  requiring  working  capital 
in  the  current  period  and  shall  be  de¬ 
creased  by  inoxne  not  generating  work¬ 
ing  capital  in  the  current  period  such 
as  gains  on  property  retirements  and  un¬ 
distributed  earnings  of  invested'  con¬ 
trolled  c<xnpanies.  *  *  * 

•  •  •  •  • 

B.  By  revising  the  instructions  to 
Schedule  B-41  so  that  the  new  title  and 
reporting  instructions  for  this  schedule 
read,  in  their  entirety,  as  fcdlows: 

Schedule  B-41 — Receimbles.  payables 
and  investments  to  affiliates  and  other 
investment  data. 

(a)  This  schedule  shall  be  filed  by  all 
supplemental  air  carriers. 

(b)  The  data  shall  be  grouped  and 
separately  subtotaled  according  to:  (1) 
Investments  in  investor  ctmtroUed  com- 
pemies  (account  1510.1) ;  (2)  investments 
in  otiier  associated  coo^canies  (account 
1510.2) :  (3)  investments  in  nontransport 
divisions  and  other  investments;  and  (4) 
notes  and  accounts  receivable  due  to  the 
air  carrier. 
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(c)  Column  1  shall  reflect  the  name 
of  each  associated  company,  and  each 
other  Issuer  of  securities  held  by  the  air 
carrier.  This  column  shall  also  reflect 
the  name  of  each  compcmy  from  which 
notes  and  accounts  receivable,  both  cur¬ 
rent  and  noncurrent,  are  due  to  the  air 
carrier.  Additicmally,  this  column  shall 
show'  the  name  of  each  ncmtransport  di¬ 
vision  for  which  separate  records  and 
books  of  acccount  are  maintained. 

(d)  Column  2  shall  reflect  gross 
amounts  due  from  associated  companies 
which  are  settled  currently. 

(e)  Column  3  shall  reflect  advances, 
loans,  and  other  amounts  not  settled 
currently,  due  from  associated  compa¬ 
nies.  This  column  shall  also  reflect  the 
net  amount  receivable  from  each  non- 
transport  division. 

(f)  Column  4  “Investments  at  Cost” 
shall  reflect  the  cost  to  the  air  carrier 
at  date  of  acquisition  of  investments  in 
associated  comp>anies.  The  cost  of  in¬ 
vestments  in  investor  controlled  compa¬ 
nies  plus  the  equity  in  undistributed 
earnings  or  losses  since  acquisition  re¬ 
flected  in  column  5  “Equity  in  Undis¬ 
tributed  Earnings”  shall  agree  in  the  ag¬ 
gregate  with  the  corresponding  amounts 
in  balance  sheet  subaccount  1510.1  In¬ 
vestments  in  Investor  Controlled  Com¬ 
panies.  The  cost  of  investments  in  other 
associated  companies  shall  agree  with 
the  corresponding  amounts  in  balance 
sheet  subaccount  1510.2  Investments  in 
Other  Associated  Ccnnpanles. 

(g)  Column  5  “Equity  in  Undistrib¬ 
uted  Earnings”  shall  reflect  the  equity 
in  imdistributed  earnings  or  losses  of  in¬ 
vestor  controlled  companies  since  ac¬ 
quisition. 

(h)  Column  6  “Other  Investments 
and  Receivables”  shall  reflect  the 
amount  of  the  investments  and  receiv¬ 
ables  of  a  noncurrent  nature  for  those 
companies  listed  in  coliunn  1  under 
“Other  Investments.” 

(i)  Column  7  “Notes  and  Accounts 
Payable”  shall  reflect  the  gross  amounts 
due  on  current  notes  and  open  accounts 
with  associated  companies. 

(j)  Column  8  “Advances”  shall  reflect, 
from  accounts  2210,  “Long-Term  Debt” 
and  2240,  “Advances  from  Associated 
Companies,”  the  amounts  due  associated 
companies  for  notes,  locuis  and  advances 
which  are  not  settled  currently.  Also, 
column  8  shall  reflect  the  advances  from 
Nontransport  Divisions  in  account  2240. 

(k)  Column  9  shall  reflect  the  amount 
of  dividends  received  during  the  year  on 
all  securities  held  for  companies  reported 
in  column  1,  exceot  those  received  from 
investor  ccHitrolled  companies.  Also,  col¬ 
umn  9  shall  reflect  the  amoimt  of  inter¬ 
est  received  during  the  year  on  all  bonds, 
notes,  and  other  investments  fm*  compa¬ 
nies  reported  in  column  1. 

(l)  Column  10  shall  reflect  the  type 
of  seciirity,  such  as  stocks,  bonds,  notes, 
or  accoimts  receivable  (abbreviate  “a/c 
rec.”)  writh  respect  to  investments  and 
noncurrent  receivables. 

(m)  Column  11  shall  reflect  the  words 
“yes”  for  investments  held  in  the  name 
of  the  air  carrier  and  “no”  f<w  invest¬ 
ments  held  in  the  name  of  others  for 


the  account  of  the  air  carrier.  If  the  an¬ 
swer  is  “no”  carriers  should  supply  the 
name  and  address  of  each  person  in 
whose  name  the  interest  is  held  at  the 
bottom  of  the  schedule. 

(n)  Column  12  “Number  of  Shares  or 
Debt  Principal  Amount”  shall  reflect  the 
number  of  shares  of  stock  or  the  prin¬ 
cipal  amount  of  bonds  or  notes  held  by 
the  carrier. 

(o)  Column  13  “Percent  of  Total  Is¬ 
sue  Outstanding”  shall  reflect,  for  the 
associated  companies  listed  in  column  1. 
the  percent  of  outstanding  stock  owned 
by  the  air  carrier.  Column  13  is  not  ap¬ 
plicable  for  “Other  Investments”  nor  for 
“Nontransport  Divisions”  listed  in 
column  1. 

C.  By  revising  the  instructions  to 
Schedule  B-44  so  that  the  new  title  and 
reporting  Instructions  for  this  schedule 
rwid.  in  their  entirety,  as  follows: 

Schedule  B-44 — Transactions  between 
air  carrier  and  affiliates — annual  sum- 
mary. 

(a)  This  schedule  shall  be  filed  by  all 
supplemental  air  carriers. 

(b)  The  aggregate  annual  amounts  of 
transactions  exchanged  between  the  car¬ 
rier  and  any  of  its  aflailates,  including 
any  of  its  nontransport  divisions,  shall 
be  grouped  on  this  schedule  by  line  item 
under  four  major  groupings:  (1)  in¬ 
crease  in  carrier’s  resources,  (2)  decrease 
in  carrier’s  resources.  (3)  dividends,  and 
(4)  inc(Mne  tax  transactions. 

(c)  For  the  purpose  of  this  schedule 
the  term  “affiliate”  means  associated 
companies  including  investor  controlled 
companies  and  organizational  divisions 
as  defined  in  section  1-8  and  the  term 
“resources”  shall  mean  assets  such  as 
current,  noncurrent  other  than  Axed, 
and  fixed  assets;  it  includes  cash,  re¬ 
ceivables,  securities,  investments,  equip¬ 
ment,  supplies,  buildings  and  land,  and 
operational  services.  Net  income  from 
investor  controlled  companies  and  or¬ 
ganizational  division,  as  defined  in  sec¬ 
tion  1-6,  shall  be  reported  as  an  increase 
in  a  resource  and  net  loss  incurred  by  in¬ 
vestor  controlled  companies  and  organi¬ 
zational  divisions  as  defined  in  section 
1-6  shall  be  reported  as  a  decrease  in  a 
resource.  Authorized  but  unissued  bonds 
or  stock,  estimated  revMiue  not  yet  ac¬ 
crued  or  collected,  and  contingent  assets, 
shall  not  be  considered  resoiuxes  for  the 
purpose  of  reporting  on  Schedule  B-44. 

(d)  Within  the  transaction  groupings 
for  resources,  the  term  “operational 
services”  shall  include  the  providing  of 
benefits  to  other  parties  by  an  expendi¬ 
ture  of  assets,  labor,  material,  supplies, 
know-how.  or  any  combination  of  these 
in  the  (x>nduct  of  business  operations; 
permission  granted  for  rights  of  entry  or 
rights  imder  leases  wUl  not  be  con- 

.sidered  operational  services;  however, 
the  cash  disbursed  or  cash  received  for 
those  rights  will  be  reported  imder  the 
appropriate  classification. 

(e)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Cash  re<»lved  by  (»rrler  from 
afiUlate,”  carriers  shall  report  both  cash 
and  checks.  This  includes  fOr  example: 
(1)  Cash  advanced  by  an  affiliate,  (2) 


cash  remittances  by  an  affiliate  to  the 
carrier  for  purchases  or  services  pro¬ 
cured  from  the  carrier,  (3)  cash  remit¬ 
tances  to  the  carrier  by  an  affiliate  for 
repayment  of  advances  or  loans,  (4) 
cash  dividends  paid  by  an  affiliate  to  the 
carrier.  (5)  cash  remittances  by  affiliate 
to  carrier  in  settlement  of  Income  tax 
transactions.  (6)  cash  remittances  by 
affiliate  to  carrier  in  settlement  of  "cur¬ 
rent  accoimt”  transactions,  and  (7) 
checks  drawn  by  an  affiliate  payable  to 
the  carrier  in  exchange  for  cash  or  cash 
in  kind.  Within  the  transaction  grouping 
for  resource  decreases,  on  the  line  en¬ 
titled  “Cash  disbursed  by  carrier  to  affil¬ 
iate”  carriers  shall  report  cash  paid  out 
by  the  carrier  to  an  affiliate,  whether  in 
cash  or  by  check;  this  includes,  for  ex¬ 
ample,  (1)  cash  advanced  to  an  afiUlate, 
(2)  cash  disbursed  by  the  carrier  to  an 
affiliate  for  purchases  or  services  pro¬ 
cured  from  an  affiliate,  (3)  cash  dis¬ 
bursed  by  the  carrier  to  an  affiliate  for 
repayment  of  advances  or  loans,  (4) 
cash  dividends  paid  by  the  carrier  to  an 
affiliate,  (5)  cash  disbursed  by  the  car¬ 
rier  to  an  affiliate  in  settlement  of 
income  tax  transactions,  (6)  cash 
di^ursed  by  carrier  in  settlement  of 
“current  account”  transactions,  and  (7) 
checks  drawn  by  the  carrier  payable  to 
an  affiliate  in  exchange  for  cash  or  cash 
in  kind. 

(f>  Within  the  transaction  grouping 
for  resource  Increases,  on  the  line  en¬ 
titled  “Contribution  of  capital  by  affili¬ 
ate  to  carrier,”  carriers  shaU  report  any 
increase  in  assets  without  regard  to  the 
type  of  asset  which  results  from  the  pur¬ 
chase  of  additional  securities  or  any 
other  contribution  of  caoital.  Within  the 
transaction  grourings  for  resource  de¬ 
creases,  on  the  Une  entitled,  “Contribu¬ 
tion  of  capital  by  carrier  to  affiliate,” 
carriers  shaU  report  increases  in  the  in¬ 
vestment  accounts  the  result  of  a  pur¬ 
chase  of  additional  securities  or  any 
other  contribution  of  capital.  Any  trans¬ 
action  reported  on  the  lines  discussed  in 
this  paragraph  (f)  or  in  paragraiUi  (g) 
below  which  exceeds  one  percent  of  the 
carrier’s  net  stockholder  equity  reported 
on  line  2995  of  Schedule  B-l,  “Balance 
Sheet,”  shaU  be  described  as  to  the  na¬ 
ture  of  the  transaction  and  the  amount 
Involved  on  Schedule  P-2,  “Notes  to  In¬ 
come  Statement.” 

(g)  Within  the  tran$acti(m  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Credit  adjustments  to  affiliate’s 
retained  earnings,”  carriers  shaU  report 
credit  adjustments  to  the  affiliate’s  cap¬ 
ital  accounts  which  do  not  flow  through 
the  Income  statement  such  as  credit  ad¬ 
justments  to  the  opening  balance  of  re¬ 
tained  earnings.  Within  the  transaction 
grouping  for  resource  decreases,  on  the 
line  entitled  “Debit  adjustments  to  affili¬ 
ate’s  retained  earnings,”  carriers  shaU 
report  debit  adjustments  to  the  affiliate’s 
capital  accounts  which  do  not  flow 
through  the  income  statement  such  as 
debit  adjustments  to  the  opening  balance 
of  retained  earnings. 

(h)  Within  the  transaction  grouping 
for  resource  increases,  on  the  line  en¬ 
titled  “Net  Income  of  afflUate  for  year 
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(Debit  to  Investment  and  Credit  to  Ac¬ 
count  8100),”  the  carrier  shall  report  its 
proportionate  share  of  the  net  income  of 
an  investor  controlled  company  ac¬ 
counted  for  under  the  equity  method. 
Within  the  transaction  grouping  for  re¬ 
source  decreases,  on  the  line  entitled 
“Net  loss  of  affiliate  for  year  <  Debit  to 
Account  8100  and  Credit  to  Invest¬ 
ment)  the  carrier  shall  report  its  pro¬ 
portionate  share  of  the  net  loss  of  an  in¬ 
vestor  controlled  company  accounted  for 
under  the  equity  metliod. 

(i)  Within  the  transaction  grouping 
for  resource  increases  and  the  trans¬ 
action  grouping  for  resource  decreases, 
on  the  lines  entitled  "Operational  serv¬ 
ices  performed  by  affiliate  for  carrier’’ 
and  “Operational  services  performed  by 
carrier  for  affiliate,”  carriers  shall  report 
the  amount  of  operational  services  flow¬ 
ing  to  and  from  the  air  carrier,  respec¬ 
tively. 

(j)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 
creases,  on  the  lines  entitled  “Property, 
equipment,  and  other  assets  acquired  by 
carrier  from  affiliate”  and  “Property, 
equipment,  and  other  assets  disposed  of 
by  carrier  to  affiliate,”  air  carriers  shall 
report  assets  acquired  from  affiliates  and 
assets  disposed  of  to  affiliates,  respec¬ 
tively,  These  lines  shall  not  include  con¬ 
tributions  of  capital  or  cash  transactions 
which  shall  be  reported  as  directed  in 
paragraphs  (e)  and  (f)  aljove. 

(k)  Within  the  transaction  grouping 
for  resource  increases  and  resource  de¬ 


creases,  on  the  lines  entitled  “Resources 
pledged  by  affiliate  in  the  Interest  of  car¬ 
rier”  and  “Resources  pledged  by  carrier 
in  the  Interest  of  affiliate,”  carriers  shall 
report  the  assets,  including  receivables 
which  have  been  pledged  for  the  benefit 
of  the  carrier  by  the  affiliate  or  by  car¬ 
rier  for  the  benefit  of  the  affiliate  such 
as  collateral  or  security  for  loans. 

(1>  Within  the  transaction  grouping 
for  dividends,  carriers  shall  report  cash 
dividends  and  property  dividend  paid  or 
received.  Both  cash  and  property  divi¬ 
dends  shall  also  be  reported  in  the  ap¬ 
propriate  line  item  under  the  resource 
increase  or  re.source  decrease  transaction 
grouping.  The  basis  u.sed  in  valuing 
property  dividends  (cost,  market  value, 
etc.)  shall  be  footnoted  and  described  in 
the  space  provided  at  the  bottom  of  the 
form. 

(m)  In  the  trarusaction  group  for  in¬ 
come  tax  transactions,  on  the  first  two 
lines  carriers  siiall  report  the  amount  of 
income  taxes  billed  by  the  carrier  to  the 
affiliate  and  by  the  affiliate  to  the  carrier. 
These  amounts  shall  not  be  reported  in 
resource  increase  or  resource  decrease 
transaction  groupings  until  remittances 
are  made.  On  the  second  two  lines,  car¬ 
riers  shall  report  the  amounts  of  invest¬ 
ment  tax  credits  transferred,  if  any,  pur¬ 
suant  to  any  tax  allocation  agreement, 
formal  or  informal,  used  in  the  prepara¬ 
tion  of  consolidated  tax  returns.  The  last 
two  lines  shall  reflect  the  transfer,  if  any, 
of  net  operating  losses  pursuant  to  any 
tax  allocation  agreement,  formal  or 


informal,  used  in  the  preparation  of 
consolidated  tax  returns.  No  amount 
reported  in  the  last  four  lines  of  this  sec¬ 
tion  shall  be  reported  in  the  resource  in¬ 
crease  or  resource  decrease  transaction 
groupings. 

(n)  In  the  blank  space  provided  under 
the  word  “Affiliate”  at  the  top  of  columns 
2  through  9.  carriers  shall  insert  the 
name  of  the  affiliate  with  whom  the 
tran.sactlons  took  place,  using  a  separate 
column  for  each  affiliate. 

(o»  Columns  2.  3.  4,  5.  6,  7.  8,  and  9 
shall  be  used,  one  column  for  each  affili¬ 
ated  group  member,  to  separately  reflect 
the  annual  aggregate  dollar  amount  of 
the  transactions  exchanged  between  the 
carrier  and  the  affiliate  for  each  line  item 
indicated  in  column  1  under  each  of  the 
four  transaction  groupingcs. 

9.  Amend  CAB  Form  41  schedules  to 
reflect  the  foregoing  changes  in  account¬ 
ing  as  shown  in  Exhibits  A.  B.  and  C. 
and  add  a  new'  accounting  plan  form 
AP-16  as  show'n  in  Exhibit  D. 

(Secs.  204(a),  407,  Federal  Aviation  Act  of 
1958.  as  amended.  72  Stat.  743  and  766;  (49 
U.S.C.  1324,  1377).) 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 
Secretary. 

Note. — The  Civil  Aeronautics  Board  is  sub¬ 
mitting  this  rule  to  the  Comptroller  General  ■ 
for  such  review  as  may  be  appropriate  under 
the  Federal  Reports  Act.  44  U.S.C.  3512.  The 
effective  date  of  this  fule  accordingly  re¬ 
flects  the  inclusion  of  the  45-day  period 
which  that  statute  allows  for  such  review. 
4^  U.S.C.  3512(C)  (2). 
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STATUS  or  ACCOUNT1NO  PLANS 
SEQUIRBO  TO  BE  FILED 


AulcnUtf  M  ptottilMg  piofit 

■Id  lOM  itiM  toiwMa  ap««Uii| 

■ntItiM 

R«troiet)yt  adliMtiMnt*  nud*  to 
COAfWM  Kcounu  with  Mil  lit* 
•ctlwis 


ptaMnad] 

Equallxatlon  itMivM 


AlifiiM  tnd  tlictaft  •n|lA«  ovtihMl* 
wd  aliwwthinM*  rtswvM 

AiMctiiatltn  91  dcvalopoantal  «M 
ptMaMatlni  cub  tnd  othtr 
inbnUMu 

ObMlucanu  tnd  dttwIwtUM 

allowanm  —  txptndtblt  p«b 

All  trattic  llaMHty  and  phyateal 

vaiifiutiM  piocadufu 

AMlgnlnf  or  prwatlni  axpantu 
bttwnan  trauport-ialatad  aarvicu  tnd 
tranaport  oparatlora 

Appllutlon  or  lulAbnanea  burdan 


COMputatlon  or  avaliaMa  aoaMilIu 
and  avallaMo  tOHnllu 

Accnwd  vacation  llaMllly 

AccounUng  for  Invaatmanb  In  Invutiii  canbollad 
aU  odMi  ataocialad  conptniu,  Incladlng  ch»ifg 
In  atatM  from  auocialed  to  invutoi  contiollad- 
coaiptny,  oi  vica  voisa,  ahd  adjutmonb  ln 
Invutaant'accounb. 

AccmmUng  tm  pomlon  plau 


Allocating  Inconw  bxu 


NOTEi  IfnotappllcaMo,  iNa«itaabaviall«‘'NA'’ 
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Carrier _ _ 

PROCEDURES  FOR  ALLOCATING  INCOME  TAXES  AMONG  TRANSPORT 
ENTITIES,  AFFILIATES  AND  NONTRANSPORT  DIVISIONS 

Proceduns  to  become  effective  on _ _  19 _ 

Requirement  for  filing:  Section  22(d)  r  ]  or  32(d)  [  ]  and  Section  2'>18(d) 
of  the  Uniform  System  of  Accounts  and  Reports 


PART  A 


Please  check  applicable  box: 

Carrier  files  Federal  income  tax  returns 

as  an  independent  company  ^ 

Income  of  carrier  reported  to  Internal  Revenue  Service 
as  a  part  of  a  c(msolidated  tax  return 

If  carrier  reports  income  as  a  part  of  a  consolidated 
tax  return,  please  list  below  the  affiliated  companies 
that  are  included  in  the  consolidated  tax  return: 


□ 

□ 


Describe  allocation  procedures  used  to  allocate  income 
taxes  among  the  affiliated  group:  (In  the  event  there 
is  a  written  tax  allocation  agreement,  the  furnishing 
of  a  copy  of  such  agreement  will  be  ccmsidered  response) 


CERTIFICATION 

I  certify  that  this  statement  was  prepared  under  my  direction  and 
that  the  procedures  specified  herein  will  practiced  on  and  after  the 
effective  date  of  the  procedures. 

SIGNED; , 

TITLE!  . 

DATE;  _ 


CAB  Form  AP-16a 
(’Hr77) 
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exbibit  0 

2  of  2 

Carrier 

PROCEDURES  FOR  ALLOCATING  INCOME  TAXES  AMONG  TRANSPORT 
ENTITIES.  AFFILIATES  AND  NONTRANSPORT  DIVISIONS 

Procedures  to  become  effective  on  .  19 

Requirement  for  filing:  Section  22(d)  [  ]  or  32(d)  [  ]  and  Section  2>18(d) 
of  the  Uniform  System  of  Accounts  and  Reports 


PART  B 


Describe  allocation  procedures  used  to  allocate  income  taxes  among  the 
transport  entities  of  the  air  carrier  and  its  nontransport  divisions  in  compliance 
with  section  2- 18(d). 


CERTIFICATION 

1  certify  that  this  statement  was  prepared  under  my  direction  and 
that  the  procedures  specified  herein  will  be  practiced  on  and  after  the 
effective  date  of  the  procedures. 

SIGNED:  ___________________________ 

TITLE:  _ 


DATE: 


CAB  Form  AP-16b 
(11-77) 
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wouUyou 
Uke  to  know 

if  any  changes  havt  been  made  in 
certain  titles  of  the  CODE  OF 
FEDERAL  REGULATIONS  without 
reading  the  Federal  Register  every 
day?  If  so,  you  may  wish  to  subscribe 
to  the '^Cumulative  List  of  CFR 
Sections  Affected,"  the  "Federal 
R^^ster  Index,"  or  both. 

Cumulative  List  of  CFR  Sections  Affected 

$10.00 

per  year 

The  "Cumulative  List  of  CFR  Sections 
<  Affected"  is  designed  to  lead  users  of 

^  the  Code  of  Federal  Regulations  to 
^  ^  amerxiatory  actions  published  in  the 
Federal  Register,  and  is  issued 
monthly  in  cumulative  form.  Entries 
indicate  the  nature  of  the  changes. 

Federal  Register  Index  $8.00 

per  year 

Indexes  covering  the 
contents  of  the  daily  Federal  Register  are 
issued  monthly,  quarterly,  and  annually. 
Entries  are  carried  primarily  under  the 
names  of  the  issuing  agencies.  Significant 
subjects  are  carried  as  cross-references. 

A  findiiw  aM  Is  included  in  eadi  publication  which  lists 
Federal  Registar  page  numbers  with  the  data  of  publication 

in  the  Federal  Ragistar. 

Note  to  FR  Subscribers:  FR  Indexes  and  the 
“Cumulative  Ust  of  CFR  Sections  Affected"  wilt  continue 
to  be  mailed  free  of  charge  to  regular  FR  subscribers. 

■mnpwmwFi^p*— 


5  MaN  order  form  to: 

5  Superintendent  of  Documents,  U3.  aovemment  Printing  Office,  Washington,  O.C.  20402 


.for. 


.  subacHptionM  to  the  publications  cheeked  below: 


S  Thera  ie  enclosed  S - 

S _ CUMUtATIVEUtTOFCrRSgCTIONSAFFlCTgDmOJOOayeerdemstelciSlgJOforelgw) 


FBDgRAtRiaiSTtRINDCXWajOOeyeerdomsellet  $10.00  foreign) 


Name. 


Address. 


a  CHy. 


ZIP 


B 

S 

8 

i 

S 

I 

m 

B 


S  Maks  abosk  payable  to  the  SuperMandant  of  Deeumante 
5iiinMiwnnwtuiiiurosimaMMiiimsiiwii 


•A  aro:  nN-ote-aoo  g 
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